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E.O. 11652: GDS 
TAGS: EEIN, GW, HU 

SUBJECT: NEW $300 MILLION EUROBORROWING BY HUNGARY 
REF: BUDAPEST 1542 

1. ERANKEURT MANAGER CONTINENTIAL ILLINOIS BANK 
(CAREEULLY PROTECT ALL SOURCES) CONEIRMS 
CONTINENTAL ILLINOIS LTD., A LONDON MERCHANT BANK, HAS 
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RECEIVED MANDATE EOR A SEVEN YEAR $300 MILLION 
SYNDICATED EURODOLLAR LOAN TO NATIONAL BANK OE 
HUNGARY, AS REPORTED IN REETEL. THE MANAGEMENT 
GROUP IS NOW BEING EORMED. REPAYMENT IS IN ROUGHLY 
EQUAL SEMI-ANNUAL PAYMENTS EOLLOWING A LOUR YEAR 
GRACEPERIOD. THIS SOURCE DESCRIBES SPREAD AT 5/8 
PERCENT OVER LIBOR EOR EIRST THREE YEARS, 
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3/4 PERCENT OVER LIBOR FOR REMAINING FOUR YEARS. 
MANAGEMENT FEES ARE APPROXIMATELY 3/4 PERCENT. 

2. BANK OF AMERICA FRANKFURT-BASED MANAGER FOR 
EASTERN EUROPE EXPLAINED HIS BANK AND SEVERAL OTHER 
GERMAN AND AMERICAN INVITEES HAD ALL DECLINED TO GO 
BELOW A STRAIGHT 3/4 PERCENT OVER LIBOR WITH A 3/4 
PERCENT MANAGEMENT FEE. HE BELIEVES CONTINENTAL 
ILLIONIS WILL HAVE A HARD TIME FINDING TAKERS AT 

THIS LOW SPREAD, VENTURING THAT RECAPTIVITY MIGHT 
BE STRONGEST AMONG SOME GERMAN AND JAPANESE BANKS. 

3. FIRST CHICAGO FRANKFURT-BASED MANAGER FOR EASTERN 
EUROPE CLAIMS HIS BREAK-EVEN POINT FOR EASTERN EUROPE 
LENDING IS 5/8 PERCENT OVER LIBOR. IN HIS VIEW, 
CONTINENTIAL ILLINOIS BROKE THE 3/4 PERCENT BARRIER 

IN ORDER TO ESTABLISH ITSELF WITH A MAJOR PLACEMENT 
IN EASTERN EUROPE. HE ALSO NOTED THAT THE 
CONTINENTALILLINOIS VIENNA -BASED MANAGER FOR SHORT 
TERM LENDING TO EASTERN EUROPE IS HUNGARIAN BORN, 
AND PLAYED A ROLE IN EFFECTING THIS LOAN. THE 
CHICAGO BANK SOURCE BELIEVES THIS LOAN WILL 
SUCCEED WITH DIFFICULTY, BUT CONTINENTAL ILLINOIS 
WILL HAVE TO CARRY AS MUCH AS $60 MILLION ON ITS 
OWN ACCOUNT, DOUBLE THE ORIDNARY PATTERN FOR THIS 
TYPE LOAN. HE FURTHER SEES A SUCCESS WITH THIS LOAN 
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AS FORCING A FURTHER DOWNWARDRATCHET EFFECT, WITH 
HUNGARY RETURNING TO MARKET LATER IN 1978 FOR A 
SIMILAR AMOUNT AT A STRAIGHT 5/8 PERCENT OVER 
LIBOR. 

4. DEUTSCHE BANK MANAGER FOR EASTERN EUROPE SEES 
HUNGARIANS STRONGLY INTERESTED IN GENERAL PURPOSE 
BORROWING FROM U.S. BANKS (A) TO BALANCE OFF HEAVY 
SHORT-TERM AND IMPORT FINANCING FROM GERMANS; AND 
(B) TO DRIVE RATE AS LOW AS POSSIBLE.LEHMANN 
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